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E.O. 11652: GDS 
TAGS: EFIN.CI 

SUBJECT: CHILE DEBT RESCHEDULING 
REF: A) STATE 79761: B) PARIS 8872 

1. BAUCHARD IN FINANCE MINISTER'S ''CABINET” INFORMED 
US ON APRIL 9 THAT FINANCE MINISTER FOURCADE HAD TOLD 
HIM OF APRIL 8 DISCUSSION ON CHILE DEBT RESCHEDULING 
WITH SECRETARY SIMON AND OTHER FINANCE MINISTERS (REFTEL 
B). FOURCADE TOLD BAUCHARD THAT THE MINISTERS HAD 
AGREED ON DESIRABILITY OF HOLDING INFORMAL MEETING OF 
CREDITORS ONLY BEFORE END OF APRIL AND HAD INSTRUCTED 
BAUCHARD TO EXAMINE WITH NEBOT, ASSISTANT TREASURY 
DIRECTOR AND CHAIRMAN OF PARIS CLUB, HOW MEETING MIGT 
BE ORGANIZED WITHIN THAT TIMETABLE. IN HIS ACCOUNT TO 
BAUCHARD, FOURCADE APPARENTLY DID NOT MENTION MATTER OF 
FULL CLUB MEETING, AND IN LIGHT OF OUR COMMENTS, 
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2. IN VIEW OF NEBOT'S IMMINENT DEPARTURE FROM PARIS, 

WE ALSO DISCUSSED SUBJECT WITH HIM ON APRIL 9. SINCE 
HE HAD NOT YET HEARD FROM BAUCHARD, WE FILLED HIM IN 
ON MINISTERIAL DISCUSSION. NEOT CONTINUED TO SEE 
GREAT DIFFICULTIES IN TRYING TO HOLD CREDITORS ONLY 
MEETING BEFORE END OF APRIL. HE SAID HE WOULD ASK 
BAUCHARD TO MAKE HIS VIEWPOINT CLEAR TO MINISTER 
FOURCADE. IN THE FIRST PLACE, HIS OTHER COMMITMENTS 
DURING THIS MONTH, BOTH IN AND AWAY FROM PARIS, 

LEFT VIRTUALLY NO FREE DATES ON THE CALENDAR. OF FAR 
MORE IMPORTANCE, HOWEVER, WAS HIS STRONG CONVICTION 
THAT MORE LEAD TIME WAS NEEDED TO LAY GROUNDWORK FOR 
CREDITORS ONLY MEETING THAT WOULD HAVE REASONABLE 
CHANCE OF BEARING FRUIT. 

3. WHILE URGING NEBOT TO GO OVER THIS SCHEDULING 
PROBLEM WITH BAUCHARD. WE SAID U.S. STILL MAINTAINED 
STRONG PREFERENCE FOR EARLY MEETING AND WOULD PROPOSE 
APRIL 24-25 DESPITE CONFLICT WITH ADB ANNUAL MEETING IN 
MANILA. NEBOT REPLIED THAT HE WAS ALREADY COMMITTED ON 
THESE DATES TO ' IMPORTANT BILATERAL NEGOTIATION," 

WHICH COULD BE SET ASIDE ONLY PURSUANT TO DIRECT ORDER 
FROM MINISTER FOURCADE. AFTER WE HAD REITERATED TO HIM 
THAT "MID-MAY" SEEMED ENTIRELY TOO SLOW A PACE TO US, 

HE SUGGESTED THAT BEST EARLIER DATES WOULD BE MAY 5 
AND 6. WITHOUT INDICATING TO HIM THAT OUR INSTRUC- 
TIONS (REFTEL A) OFFERED THOSE DATES AS POSSIBLE 
ALTERNATIVE, WE UNDERTOOK TO URGE DEPARTMENT TO ACCEPT 
THEM. 

4. BAUCHARD AND NEBOT HAD FOLLOWING REACTIONS TO 
POINTS CONTAINED PARAS 2 AND 3 REFTEL A. 

A. GOF FULLY SHARES U.S. VIEW THAT OBJECTIVE OF PARIS 
CLUB IS MULTILATERAL DEBT RESCHEDULING AGREEMENT WITH 
CHILE. GOF CONCEIVED IDEA OF CREDITORS MEETING AS 
DEVICE WHICH MIGHT SUCCEED IN REMOVING ROADBLOCKS 
THAT NOW STAND IN WAY OF REACHING THAT OBJECTIVE. FOR 
THIS REASON, THEY HAVE TROUBLE WITH CONCEPT THAT FRAME- 
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WORK FOR UPCOMING CREDITORS’ MEETING SHOULD BE LIMITED 
TC CONSIDERATION OF TECHNICAL AND FINANCIAL MERITS OF 
DEBTOR'S REQUEST FOR A RESCHEDULING. 

B. GOF CERTAINLY AGREES THERE SHOULD BE NO PRESS 
COVERAGE OR STATEMENT ON CREDITORS MEETING. THEY WILL 
NATURALLY INSIST TO OTHERS, AS THEY HAVE TO US, THAT 
ALL PARTICIPANTS RESPECT CONFIDENTIALITY OF MEETING 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


AND PROCEEDINGS. THEY HAVE CONSIDERABLE APPREHENSION 
THAT LEAKS WILL NEVERTHELESS OCCUR, PARTICULARLY GIVEN 
POLITICAL OVERTONES ATTACHING TO THE PROBLEM. 

C. GOF LIKEWISE AGREES THAT INFORMAL CREDITORS 
MEETING IS FORUM FOR DISCUSSION, AS THEY MADE CLEAR IN 
COMMENTING ON U.S. VIEWS CONTAINED IN PARA 2 REFTEL A 
(SEE SUB-PARA A ABOVE). IT FOLLOWS THAT DECISIONS 
AFFECTING ACTUAL PARIS CLUB (WHICH THEY INTERPRET TO 
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MEAN DECISIONS ON TERMS AND CONDITIONS OF RESCHEDULING 
TO BE OFFERED TO CHILE) SHOULD BE TAKEN SOLELY BY COUN- 
TRIES WILLING TO CONSIDER CHILE'S REQUEST FOR RESCHEDUL- 
ING. IN REPLY TO OUR QUESTION, THEY CONFIRMED THAT THEY 
DID NOT ENVISAGE TRYING TO LURE SOME RECALCITRANTS 
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BACK INTO FOLD BY PROPOSING TO STIFFEN TERMS AND 
CONDITIONS OVER THOSE OF LAST YEAR. DISCUSSION OF 
THIS POINT ALSO LED NEBOT TO REITERATE HIS CONCERN 
THAT CHILE, SUPPORTED BY IMF AND POSSIBLY U.S., MIGHT 
PUSH FOR 100 PERCENT RESCHEDULING, OR SOMETHING CLOSE 
THERETO. 

D. CERTAINLY IMF REPRESENTATIVE SHOULD BE INVITED TO 
ATTEND CREDITORS MEETING. HOWEVER, NEBOT PROPOSES NOT 
TO INVITE OTHER OBSERVERS (IDB, OECD AND IBRD), ON 
GROUNDS THEIR PRESENCE NOT ESSENTIAL AND THAT THIS WOULD 
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BE FURTHER MEANS OF UNDERLINING INFORMAL NATURE OF 
PROCEEDINGS. 

5. NEBOT MADE PLEA THAT U.S. MAKE PARALLEL REPRESENTA- 
TIONS TO DEFECTING CREDITOR GOVERNMENTS IN SUPPORT OF 
GOF EFFORTS TO GET THEM TO ATTEND CREDITORS MEETING. 

HE ARGUED THAT IN SO DOING, U.S. WOULD BE ADVANCING 
ITS OBJECTIVE OF ACHIEVING EARLY MULTILATERAL RESCHED- 
ULING AGREEMENT WITH CHILE. WE SAID ONLY THAT WE 
WOULD TRANSMIT HIS REQUEST TO DEPARTMENT FOR 
CONSIDERATION. 

6. COMMENT: FROM PARIS VANTAGE POINT, SITUATION NOW 
LOOKS TO BE AS FOLLOWS: 

A. WE HAVE PUSHED VERY HARD ON FRENCH AT SEVERAL 
DIFFERENT LEVELS AND POINTS WITHIN GOF TO GET 
ACCEPTANCE OF U.S. VIEW THAT INVITATIONS TO CREDITORS 
MEETING SHOULD MAKE CLEAR THAT MEETING IS INTENDED AS 
"FIRST STEP" TO RESCHEDULING OR THAT OBJECTIVE OF 

PARIS CLUB CONTINUES TO BE RESCHEDULING AGREEMENT WITH 
CHILE. LIKEWISE THAT CLUB FRAMEWORK, WITH OR WITHOUT 
PRESENCE OF DEBTOR, SHOULD CONTINUE TO BE LIMITED TO 
TECHNICAL AND FINANCIAL MERITS OF DEBTOR'S REQUEST 
FOR RESCHEDULING. WHILE AGREEING THAT RESCHEDULING IS 
OBJECTIVE OF THE EXERCISE, FRENCH DO NOT ACCEPT OUR 
CONCEPT OF CREDITORS MEETING. THEY WANT TO ENTICE 
MAXIMUM NUMBER OF DEFECTORS TO ATTEND IN HOPES OF 
BROADENING PARTICIPATION IN RESCHEDULING AND THEREBY 
ACHIEVING AGREED OBJECTIVE. FRG VIEWS ON THIS POINT 
SEEM CLOSE TO THOSE OF GOF (PARA 1 BONN 5503). 

B. CONVERSELY WE HAVE MADE PROGRESS ON THE TIMETABLE, 
FINALLY GETTING NEBOT TO PROPOSE OF HIS OWN VOLITION 
OUR FALLBACK DATES OF MAY 5 AND 6. 

C. OUR CONCERN IS THAT IF U.S. PROLONGS DEBATE ABOUT 
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NATURE AND PURPOSE OF CREDITORS MEETING, TIMETABLE FOR 
RESCHEDULING WILL GET DELAYED STILL FURTHER, BUT 
WITHOUT BUDGING GOF ON CONCEPT OF CREDITORS MEETING. 
MOREOVER, IF OUR READING OF BONN 5503 IS CORRECT, WE 
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CANNOT HOPE FOR SUPPORT OF FRG ON THIS ISSUE. 

D. GIVEN THAT OUR OBIECTIVE IS 1975 MULTILATERAL 
RESCHEDULING FOR CHILE IN EARLIEST POSSIBLE TIME FRAME 
AND COVERING A SIGNIFICANT PROPORTION OF CHILE'S DEBTS, 

WE STRONGLY RECOMMEND THAT EMBASSY BE AUTHORIZED TO 
TELL GOF WE ARE PREPARED TO ATTEND CREDITORS MEETING ON 
MAY 5 AND 6. WE COULD ALSO SAY THAT WE WILL, OF COURSE, 
FEEL FREE IN THAT MEETING TO ARGUE WITH ALL THE FORCE 
AT OUR COMMAND THE POINTS SET FORTH IN PARAS 2 AND 3 
REFTEL A ABOUT NATURE AND OBIECTIVES OF PARIS CLUB. 

7. RE PARA 5 REFTEL A, NEBOT SAYS THAT UNDER PRESENT 
INSTRUCTIONS FROM GOF, FRENCH EXECUTIVE DIRECTOR CAN 
SUPPORT IMMEDIATE CONSIDERATION BY IBRD BOARD OF LOAN 
TO CHILE, AND THAT, AS HE PROMISED, HE HAS MADE IT 
CLEAR TO DIRECTOR THAT MOVEMENT IS UNDER WAY TO 
ORGANIZE EARLY MEETING OF PARIS CLUB CREDITORS. IN 
LIGHT OF NEBOT S COMMENTS, WE RECOMMEND THAT YOU 
APPROACH FRENCH EXECUTIVE DIRECTOR AND URGE HIM TO TAKE 
WHATEVER STEPS HE CAN TO HELP GET THIS MATTER UNSTUCK. 
RUSH 
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